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tion without degeneration, and to interact in concert with one
another.
"SEC. 257. MARKET ENTRY BARRIERS PROCEEDING.

"(a) ELIMINATION OF BARRIERS.-Within 15 months after thhe
. ti Act of 1996 t edate of enactment of the Telecomn;lUnlca ons f ide~tif _

Commission shall complete a proceedmg for the J?~rpo~h~rityund~r
in~ and eliminating, by regulations pursuant to 1 s a~ fi ntre
this Act (other than this section), market ent~ ~arners or e hi
preneurs and other small businesses in the pr?VISIOn ~d own~rs thP
of telecommunications services and information servlces, o~ m. e
pro'1sion of .parts or services to providers of telecommumcatIOns
servIces and mformation services.

"(b) NATIONAL POLICY.-In carrying out subsection (a), the
C~mmission ~hall seek to promote the policies and purp?ses of
thl~ ~ct favonng diversity of media voices, vigorous economiC co~
pebbon, techno~ogical advancement, and promotion of the pubhc
mte~~st, convemence, and necessity. .

(c) PERIo~nc REVI~w.-Every 3 years following the .co~pletIOn
of t.he proceedmg required by subsection (a), the Commission shall
reVlew and report to Congress on-

. ."(1) ~y. regulations prescribed to eliminate barriers within
Its Junsdlctlon that are identified under subsection (a) and
that can be prescribed consistent with the public interest, con
venience, and necessity; and

"(2) the statutory barriers identified under subsection (a)
that the Commission recommends be eliminated consistent
with the public interest, convenience, and necessity.'

"SEC. 258. ILLEGAL CHANGES IN SUBSCRIBER CARRIER SELECTIONS.

"(a) PROHIBITION.-No telecommunications carrier shall submit
or execute a change in a subscriber's selection of a provider of
telephone exchange service or telephone toll service except in accord
ance with such verification procedures as the Commission shall
prescribe. Nothing in this section shall preclude any State commis
sion from enforcing such procedures with respect to intrastate serv
ices.

"(b) LIABILITY FOR CHARGES.-Any telecommunications carrier
that violates the verification procedures described in subsection
(a) and that collects charges for telephone exchange service or
telephone toll service from a subscriber shall be liable to the carrier
previously selected by the subscriber in an amount equal to all
charges paid by such subscriber after such violation, in accordance
with such procedures as the Commission may prescribe. The rem
edies provided by this subsection are in addition to any other
remedies available by law.
"SEC. 259. INFRASTRUCTURE SHARING.

"(a) REGULATIONS REQUIRED.-The Commission shall prescribe,
within one year after the date of enactment of the Telecommuni
cations Act of 1996, regulations that require incumbent local
exchange carriers (as defined in section 25l(h» to make available
to any qualifying carrier such public switched network infrastruc
ture, technology, information, and telecommunications facilities and
functions as may be requested by such qualifying carrier for the
purpose of enabling such qualifying carrier to provide telecommuni
cations services, or to provide access to information services, in
the service area in which such qualifying carrier has requested

47 USC 257.

Regulations.
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and obtained designation as an eligible telecommunications carrier
under section 214(e).

"(b) TERMS AND CONDITIONS OF REGULATIONS.-The regulations
prescribed by the Commission pursuant to this section shall- .

"(1) not require a local exchange carrier to which thIS
section applies to take any action that is economically unreason
able or that is contrary to the public interest;

"(2) permit, but shall not require, the joint ownership or
operation of public switched network infrastructure and services
by or among such local exchange carrier and a qualifying car
rier;

"(3) ensure that such local exchange carrier will not be
treated by the Commission or any State as a common carrier
for hire or as offering common carrier services with respect
to any infrastructure, technology, information, facilities, or func
tions made available to a qualifying carrier in accordance with
regulations issued pursuant to this section;

"(4) ensure that such local exchange carrier makes such
infrastructure, technology, information, facilities, or functions
available to a qualifying carrier on just and reasonable terms
and conditions that permit such qualifying carrier to fully bene
fit from the economies of scale and scope of such local exchange
carrier, as determined in accordance with guidelines prescribed
by the Commission in regulations issued pursuant to this sec
tion;

"(5) establish conditions that promote cooperation between
local exchange carriers to which this section applies and qualify
ing carriers;

"(6) not require a local exchange carrier to which this
section applies to engage in any infrastructure sharing agree
ment for any services or access which are to be provided or
offered to consumers by the qualifying carrier in such local
exchange carrier's telephone exchange area; and

"(7) require that such local exchange carrier file with the
Commission or State for public inspection, any tariffs, contracts,
or other arrangements showing the rates, terms, and conditions
under which such carrier is making available public switched
network infrastructure and functions under this section.
"(c) INFORMATION CONCERNING DEPLOYMENT OF NEW SERVICES

AND EQillPMENT.-A local exchange carrier to which this section
applies that has entered into an infrastructure sharing agreement
under this section shall provide to each party to such agreement
timely information on the planned deployment of telecommuni
cations services and equipment, including any software or upgrades
of software integral to the use or operation of such telecommuni
cations equipment.

"(d) DEFINITION.-For purposes of this section, the term 'qualify
ing carrier' means a telecommunications carrier that-

"(1) lacks economies of scale or scope, as determined in
accordance with regulations prescribed by the Commission
pursuant to this section; and

"(2) offers telephone exchange service, exchange access,
and any other service that is included in universal service,
to all consumers without preference throughout the service
area' for which such carrier has been designated as an eligible
telecommunications carrier under section 214(e).



PUBLIC LAW lO4-104-FEB. 8, 1996 110 STAT. 7!

"SEC. 260. PROVISION OF TELEMESSAGING SERVICE. 47 USC 260.

"(a) NONDISCRIMINATION SAFEGUARDS.-Any local exchange car-
rier subject to the requirements of section 25l(c) that provides
telemessaging service-

"(1) shall not subsidize its telemessaging service directly
or indirectly from its telephone exchange service or its exchange
access; and

"(2) shall not prefer or discriminate in favor of its
telemessaging service operations in its provision of tele
communications services.
"(b) EXPEDITED CONSIDERATION OF COMPLAINTS.-The Commis

sion shall establish procedures for the receipt and review of com
plaints concerning violations of subsection (a) or the regulations
thereunder that result in material financial harm to a provider
of telemessaging service. Such procedures shall ensure that the
Commission will make a final determination with respect to any
such complaint within 120 days after receipt of the complaint.
If the complaint contains an appropriate showing that the alleged
violation occurred, the Commission shall, within 60 days after
receipt of the complaint, order the local exchange carrier and any
affiliates to cease engaging in such violation pending such final
determination.

"(c) DEFINITION.-As used in this section, the term
'telemessaging service' means voice mail and voice storage and
retrieval services, any live operator services used to record, tran
scribe, or relay messages (other than telecommunications relay
services), and any ancillary services offered in combination with
these services.

"SEC. 261. EFFECT ON OTHER REQumEMENTS. 47 USC 261.

"(a) COMMISSION REGULATIONS.-Nothing in this part shall be
construed to prohibit the Commission from enforcing regulations
prescribed prior to the date of enactment of the Telecommunications
Act of 1996 in fulfilling the requirements of this part, to the extent
that such regulations are not inconsistent with the provisions of
this part.

"(b) EXISTING STATE REGULATIONS.-Nothing in this part shall
be construed to prohibit any State commission from enforcing regu
lations prescribed prior to the date of enactment of the Tele
communications Act of 1996, or from prescribing regulations after
such date of enactment, in fulfilling the requirements of this part,
if such regulations are not inconsistent with the provisions of this
part.

"(c) ADDITIONAL STATE REQlliREMENTS.-Nothing in this part
precludes a State from imposing requirements on a telecommuni
cations carrier for intrastate services that are necessary to further
competition in the provision of telephone exchange service or
exchange access, as long as the State's requirements are not
inconsistent with this part or the Commission's regulations to imple
ment this part.".

(b) DESIGNATION OF PART I.-Title II of the Act is further
amended by inserting before the heading of section 201 the following
new heading:

"PART I-COMMON CARRIER REGULATION".
(c) STYLISTIC CONSISTENCY.-The Act is amended so that- 47 USC 151
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(1) the designation and heading of each title of the ~ct
shall be in the form and typeface of the designation and headmg
of this title of this Act; and

(2) the designation and heading of each part of each title
of the Act shall be in the form and typeface of the designation
and heading of part I of title II of the Act, as amended by
subsection (a).

SEC. 102. ELIGIBLE TELECOMMUNICATIONS CARRIERS.

(a) IN GENERAL.-Section 214 (47 U.S.C. 214) is amended by
adding at the end thereof the following new subsection:

"(e) PROVISION OF UNIVERSAL SERVICE.-
"(1) ELIGIBLE TELECOMMUNICATIONS CARRIERS.-A common

carrier designated as an eligible telecommunications carrier
under paragraph (2) or (3) shall be eligible to receive universal
service support in accordance with section 254 and shall,
throughout the service area for which the designation is
received-

"(A) offer the services that are supported by Federal
universal service support mE'chanisms under section 254(c),
either using its own facilities or a combination of its own
facilities and resale of another carrier's services (including
the services offered by another eligible telecommunications
carrier); and

"(B) advertise the availability of such services and
the charges therefor using media of general distribution.
"(2) DESIGNATION OF ELIGIBLE TELECOMMUNICATIONS CAR

RIERS.-A State commission shall upon its own motion or upon
request designate a common carrier that meets the require
ments of paragraph (1) as an eligible telecommunications car·
rier for a service area designated by the State commission.
Upon request and consistent with the public interest, conven
ience, and necessity, the State commission may, in the case
of an area served by a rural telephone company, and shall,
in the case of all other areas, designate more than one common
carrier as an eligible telecommunications carrier for a service
area designated by the State commission, so long as each addi
tional requesting carrier meets the requirements of paragraph
(1). Before designating an additional eligible telecommuni
cations carrier for an area served by a rural telephone company,
the State commission shall find that the designation is in
the public interest.

"(3) DESIGNATION OF ELIGIBLE TELECOMMUNICATIONS CAR
RIERS FOR UNSERVED AREAS.-If no common carrier will provide
the services that are supported by Federal universal service
support mechanisms under section 254(c) to an unserved
community or any portion thereof that requests such service,
the Commission, with respect to interstate services, or a State
commission, with respect to intrastate services, shall determine
which common carrier or carriers are best able to provide
such service to the requesting unserved community or portion
thereof and shall order such carrier or carriers to provide
such service for that unserved community or portion thereof.
Any carrier or carriers ordered to provide such service under
this. paragraph shall meet the requirements of paragraph (1)
and shall be designated as an eligible telecommunications car
rier for that community or portion thereof.
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"(4) RELINQUISHMENT OF UNIVERSAL SERVICE.-A State
commission shall permit an eligible telecommunications carrier
to relinquish its designation as such a carrier in any area
served by more than one eligible telecommunications carrier.
An eligible telecommunications carrier that seeks to relinquish
its eligible telecommunications carrier designation for an area
served by more than one eligible telecommunications carrier
shall give advance notice to the State commission of such
relinquishment. Prior to permitting a telecommunications car
rier designated as an eligible telecommunications carrier to
cease providing universal service in an area served by more
than one eligible telecommunications carrier, the State commis
sion shall require the remaining eligible telecommunications
carrier or carriers to ensure that all customers served by the
relinquishing carrier will continue to be served, and shall
require sufficient notice to permit the purchase or construction
of adequate facilities by any remaining elir·ble telecommuni
cations carrier. The State commission shal establish a time,
not to exceed one year after the State commission approves
such relinquishment under this paragraph, within which such
purchase or construction shall be completed.

"(5) SERVICE AREA DEFINED.-The term 'service area' means
a geographic area established by a State commission for the
purpose of determining universal service obligations and sup
port mechanisms. In the case of an area served by a rural
telephone company, 'service area' means such company's 'study
area' unless and until the Commission and the States, after
taking into account recommendations of a Federal-State Joint
Board instituted under section 410(c), establish a different defi
nition of service area for such company.".

SEC. 103. EXEMPT TELECOMMUNICATIONS COMPANIES.

The Public Utility Holding Company Act of 1935 (15 U.S.C.
79 and following) is amended by redesignating sections 34 and
35 as sections 35 and 36, respectively, and by inserting the following 15 USC 79z-6,
new section after section 33: 79.

"SEC. 34. EXEMPT TELECOMMUNICATIONS COMPANIES. 15 USC 79z-5c.

"(a) DEFINITIONS.-For purposes of this section-
"(1) EXEMPr TELECOMMUNICATIONS COMPANY.-The term

'exempt telecommunications company' means any person deter
mined by the Federal Communications Commission to be
engaged directly or indirectly, wherever located, through one
or more affiliates (as defined in section 2(a)(11)(B», and exclu
sively in the business ofproviding-

"(A) telecommunications services;
"(B) information services;
"(C) other services or products subject to the jurisdic

tion of the Federal Communications Commission; or
"(D) products or services that are related or incidental

to the provision of a product or service described in
subparagraph (A), (B), or (C).

No person shall be deemed to be an exempt telecommunications
company under this section unless such person has applied
to the Federal Communications Commission for a determination
under this paragraph. A person applying in good faith for
such a determination shall be deemed an exempt telecommuni
cations company under this section, with all of the exemptions
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provided by this section, until the Federal Communications
)tification. Commission makes such determination. The Federal Commu

nications Commission shall make such determination within
60 days of its receipt of any such application filed after the
enactment of this section and shall notify the Commission
whenever a determination is made under this paragraph that

des. any person is an exempt telecommunications company. Not
later than 12 months after the date of enactment of this section,
the Federal Communications Commission shall promulgate
rules implementing the provisions of this paragraph which
shall be applicable to applications filed under this paragraph
after the effective date of such rules.

"(2) OTHER TERMS.-For purposes of this section, the terms
'telecommunications services' and 'information services' shall
have the same meanings as provided in the Communications
Act of 1934.
"(b) STATE CONSENT FOR SALE OF EXISTING RATE-BASED FACILI

TIES.-If a rate or charge for the sale of electric energy or natural
gas (other than any portion of a rate or charge which represents
recovery of the cost of a wholesale rate or charge) for, or in connec
tion with, assets of a public utility company that is an associate
company or affiliate of a registered holding company was in effect
under the laws of any State as of December 19, 1985, the public
utility company owning such assets may not sell such assets to
an exempt telecommunications company that is an associate com
pany or affiliate unless State commissions having jurisdictior over
such public utility company approve such sale. Nothing in this
subsection shall preempt the otherwise applicable authority of any
State to approve or disapprove the sale of such assets. The approval
of the Commission under this Act shall not be required for the
sale of assets as provided in this subsection.

"(c) OWNERSHIP OF ETCS BY EXEMPT HOLDING COMPANIES.
Notwithstanding any provision of this Act, a holding company that
is exempt under section 3 of this Act shall be permitted, without
condition or limitation under this Act, to acquire and maintain
an interest in the business of one or more exempt telecommuni
cations companies.

"(d) OWNERSHIP OF ETCS BY REGISTERED HOLDING COMPA
NIES.-Notwithstanding any provision of this Act, a registered hold
ing company shall be permitted (without the need to apply for,
or receive, approval from the Commission, and otherwise without
condition under this Act) to acquire and hold the securities, or
an interest in the business, of one or more exempt telecommuni
cations companies.

"(e) FINANCING AND OTHER RELATIONSHIPS BETWEEN ETCS
AND REGISTERED HOLDING COMPANIES.-The relationship between
an exempt telecommunications company and a registered holding
company, its affiliates and associate companies, shall remain subject
to the jurisdiction of the Commission under this Act: Provided,
That-

"(1) section 11 of this Act shall not prohibit the ownership
of an interest in the business of one or more exempt tele
communications companies by a registered holding company
(regardless of activities engaged in or where facilities owned
or operated by such exempt telecommunications companies are
located), and such ownership by a registered holding company
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provided by this section, until the Federal Communications
'!otification. Commission makes such determination. The Federal Commu

nications Commission shall make such determination within
60 days of its receipt of any such application filed after the
enactment of this section and shall notify the Commission
whenever a determination is made under this paragraph that

~ules. any person is an exempt telecommunications company. Not
later than 12 months after the date of enactment of this section,
the Federal Communications Commission shall promulgate
rules implementing the provisions of this paragraph which
shall be applicable to applications filed under this paragraph
after the effective date of such rules.

"(2) OTHER TERMS.-For purposes of this section, the terms
'telecommunications services' and 'information services' shall
have the same meanings as provided in the Communications
Act of 1934.
"(b) STATE CONSENT FOR SALE OF EXISTING RATE-BASED FACILl

TIES.-If a rate or charge for the sale of electric energy or natural
gas (other than any portion of a rate or charge which represents
recovery of the cost of a wholesale rate or charge) for, or in connec
tion with, assets of a public utility company that is an associate
company or affiliate of a registered holding company was in effect
under the laws of any State as of December 19, 1995, the public
utility company owning such assets may not sell such assets to
an exempt telecommunications company that is an associate com
pany or affiliate unless State commissions having jurisdiction f)ver
such public utility company approve such sale. Nothing in this
subsection shall preempt the otherwise applicable authority of any
State to approve or disapprove the sale of such assets. The approval
of the Commission under this Act shall not be required for the
sale of assets as provided in this subsection.

"(c) OWNERSHIP OF ETCS BY EXEMPT HOLDING COMPANIES.
Notwithstanding any provision of this Act, a holding company that
is exempt under section 3 of this Act shall be permitted, without
condition or limitation under this Act, to acquire and maintain
an interest in the business of one or more exempt telecommuni
cations companies.

"(d) OWNERSHIP OF ETCS BY REGISTERED HOLDING COMPA
NIES.-Notwithstanding any provision of this Act, a registered hold
ing company shall be permitted (without the need to apply for,
or receive, approval from the Commission, and otherwise without
condition under this Act) to acquire and hold the securities, or
an interest in the business, of one or more exempt telecommuni
cations companies.

"(e) FINANCING AND OTHER RELATIONSHIPS BETWEEN ETCS
AND REGISTERED HOLDING COMPANIEs.-The relationship between
an exempt telecommunications company and a registered holding
company, its affiliates and associate companies, shall remain subject
to the jurisdiction of the Commission under this Act: Provided,
That-

"(1) section 11 of this Act shall not prohibit the ownership
of an interest in the business of one or more exempt tele
communications companies by a registered holding company
(regardless of activities engaged in or where facilities owned
or operated by such exempt telecommunications companies are
located), and such ownership by a registered holding company
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shall be deemed consistent with the operation of an integrated
public utility system; . . .

"(2) the ownership of ~ ~terest m ~e busmess .of one
or more exempt telecommumcation~~o~panies by ~ regIstered
holding company (regardless of actiVIties engaged m o~ wl;lere
facilities owned or operated by such exempt telecommUnications
companies are located) shall be consIdered as. reasonably
incidental, or economically n~ess~ or app~opnate, to the
operations of an integrated pubhc UtilIty ~ys~~, . .

"(3) the Commission shall have .n~ Junsdictlon under ~hIS
Act over, and there shall be no restriC~IOn or approval reqUlr.ed
under this Act with respect to (A) the Issue or sale of a s.ecunty
by a registered holding company for ~~oses of financmg the
acquisition of an exempt telecommumcatIons company~ or. (B)
the guarantee of a security of an exempt telecommUniCatIOns
company by a registered holding company; and

"(4) except for costs that should be f~rly and equ~tably
alloca~ed among companies that are ass~l.ate companIes of
a regIstered holding company, the CommIssIon shall have no
jurisdiction under this Act over the sales, service, and construc
tion contracts between an exempt telecommunications company
and a registered holding company, its affiliates and associate
companies.
"(f) REPORTING OBLIGATIONS CONCERNING INVESTMENTS AND

ACTIVITIES OF REGISTERED PuBLIC-UTILITY HOLDING COMPANY SYS
TEMS.-

"(1) OBLIGATIONS TO REPORT INFORMATION.-Any registered
holding company or subsidiary thereof that acquires or holds
the securities, or an interest in the business, of an exempt
telecommunications company shall file with the Commission
such information as the Commission, by rule, may prescribe
concerning-

"(A) investments and activities by the registered hold
ing company, or any subsidiary thereof, with respect to
exempt telecommunications companies, and

"(B) any activities of an exempt telecommunications
company within the holding company system,

that are reasonably likely to have a material impact on the
financial or operational condition of the holding company sys
tem.

"(2) AUTHORITY TO REQUIRE ADDITIONAL INFORMATION.
If, based on reports provided to the Commission pursuant to
paragraph (1) of this subsection or other available information,
the Commission reasonably concludes that it has concerns
regarding the financial or operational condition of any reg
istered holding company or any subsidiary thereof (including
an exempt telecommunications company), the Commission may
require such registered holding company to make additional
reports and provide additional information.

"(3) AUTHORITY TO LIMIT DISCLOSURE OF INFORMATION.
Notwithstanding any other provision of law, the Commission
shall not be compelled to disclose any information required
to be reported under this subsection. Nothing in this subsection
shall authorize the Commission to withhold the information
from Congress, or prevent the Commission from complying
with a request for information from any other Federal or State
department or agency requesting the information for purposes
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within the scope of its jurisdiction. For purposes of section
552 of title 5, United States Code, this subsection shall be
considered a statute described in subsection (b)(3)(B) of such
section 552.
"(g) AsSUMPTION OF LIABILITIES.-Any public utility company

that is an associate company, or an affiliate, of a registered holding
company and that is subject to the jurisdiction of a State commission
with respect to its retail electric or gas rates shall not issue any
security for the purpose of financing the acquisition, ownership,
or operation of an exempt telecommunications company. Any public
utility company that is an associate company, or an affiliate, of
a registered holding company and that is subject to the jurisdiction
of a State commission with respect to its retail electric or gas
rates shall not assume any obligation or liability as guarantor,
endorser, surety, or otherwise by the public utility company in
respect of any security of an exempt telecommunications company.

"(h) PLEDGING OR MORTGAGING OF AsSETS.-Any public utility
company that is an associate company, or affiliate, of a registered
holding company and that is subject to the jurisdiction of a State
commission with respect to its retail electric or gas rates shall
not pledge, mortgage, or otherwise use as collateral any assets
of the public utility company or assets of any subsidiary company
thereof for the benefit of an exempt telecommunications company.

"(i) PROTECTION AGAINST ABUSIVE AFFILIATE TRANSACTIONS.
A public utility company may enter into a contract to purchase
services or products described in subsection (a)(l) from an exempt
telecommunications company that is an affiliate or associate com
pany of the public utility company only if-

"(1) every State commission having jurisdiction over the
retail rates of such public utility company approves such con
tract; or

"(2) such public utility company is not subject to State
commission retail rate regulation and the purchased services
or products-

"(A) would not be resold to any affiliate or associate
company; or

"(B) would be resold to an affiliate or associate company
and every State commission having jurisdiction over the
retail rates of such affiliate or associate company makes
the determination required by subparagraph (A).

The requirements of this subsection shall not apply in any case
in which the State or the State commission concerned publishes
a notice that the State or State commission waives its authority
under this subsection.

"G) NONPREEMPTION OF RATE AUTHORITY.-Nothing in this Act
shall preclude the Federal Energy Regulatory Commission or a
State commission from exercising its jurisdiction under otherwise
applicable law to determine whether a public utility company may
recover in rates the costs of products or services purchased from
or sold to an associate company or affiliate that is an exempt
telecommunications company, regardless of whether such costs are
incurred through the direct or indirect purchase or sale of products
or services from such associate company or affiliate.

"(k) RECIPROCAL ARRANGEMENTS PROHIBITED.-Reciprocal
arrangements among companies that are not affiliates or associate
companies of each other that are entered into in order to avoid
the provisions of this section are prohibited.
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RECORDS -(I) Upon written order of a State
"(p ~OOKSSANDtt mmissi~n may examine the books, accounts,

commIssIon, a a e co ds of.-
memoraJ?fA) c~n~:bff~ a:~o~ompany subject to its regulatory

authority under State law; .' n' d-
"(B) any exempt telecommUnications company se mg p~o

. t h ublI'c utility company or to an assocIateuets or servlces 0 suc P d
f h bli tility company' ancompany 0 suc p~ c u affil' te of an exempt tele-

"(C) any aSSOCIate company or Ia . t
communications company which s~lls products or ArvIces

0

a public utility.company ref«:rre4to~ sUbP~1f~r~~e)~ffective
wherever located If such exammabon IS reqw 'bTt'
discharge of th~ State commission's re~ato~ resPo~~I 1 1 ~fu
affecting the provision of electric or gas.seryIce m connec Ion WI

the activities of such exempt telecommunIcations comd pany. uant to Confidentiality.
"(2) Where a State commission issues an or er purs .

paragraph (1), the State commi~siC!n shall.not pubhcly dIsclose
trade secrets or sensitive commercIal Information. . .

"(3) Any United States district court located m the. State m Courts.
which the State commission referred to in paragraph (1) IS loc~ted
shall have jurisdiction to enforce compliance with this subsection.

"(4) Nothing in this section shall- ..
"(A) preempt applicable State law concerning the prOVISIon

of records and other information; or
"(B) in any way limit rights to obtain records and other

information under Federal law contracts, or otherwise.
"(m) INDEPENDENT AUDIT AUTHORITY FOR STATE COMMIS

SIONS.-
. . "(?-) .STATE MAY ORDER AUDIT.-Any State commission with
JunsdlCtlOn over a public utility company that-

"(A) is an associate company of a registered holding
company; and

"(B) transacts business, directly or indirectly, with a
subsidiary company, an affiliate or an associate company
that is an exempt telecommunications company,

may order an independent audit to be performed, no more
frequently than on an annual basis, of all matters deemed
relevant by the selected auditor that reasonably relate to retail
rates: Provided, That such matters relate, directly or indirectly,
to transactions or transfers between the public utility company
subject to its jurisdiction and such exempt telecommunications
company.

"(2) SELECTION OF FIRM TO CONDUCT AUDIT.-(A) If a State
commission orders an audit in accordance with paragraph (1),
the public utility company and the State commission shall
jointly select, within 60 days, a firm to perform the audit.
The firm selected to perform the audit shall possess dem
onstrated qualifications relating to-

"(i) competency, including adequate technical training
and professional proficiency in each discipline necessary
to carry out the audit; and

"(ii) independence and objectivity, including that the
firm be free from personal or external impairments to
independence, and should assume an independent position
with the State commission and auditee, making certain
that the audit is based upon an impartial consideration
of all pertinent facts and responsible opinions.
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"(B) The public utility company and the exempt tele
communications company shall cooperate fully with all reason
able requests necessary to perform the audit and the public
utility company shall bear all costs of having the audit per
formed.

"(3) AVAILABILITY OF AUDITOR'S REPORT.-The auditor's
report shall be provided to the State commission not later
than 6 months after the selection of the auditor, and provided
to the public utility company not later than 60 days thereafter.
"(n) APPLICABILITY OF TELECOMMUNICATIONS REGULATION.-

Nothing in this section shall affect the authority of the Federal
Communications Commission under the Communications Act of
1934, or the authority of State commissions under State laws
concerning the provision of telecommunications services, to regulate
the activities of an exempt telecommunications company.".
SEC. 104. NONDISCRIMINATION PRINCIPLE.

Section 1 (47 U.S.C. 151) is amended by inserting after "to
all the people of the United States" the following: ", without
discrimination on the basis of race, color, religion, national origin,
or sex,".

Subtitle B-Special Provisions Concerning
Bell Operating Companies

SEC. 151. BELL OPERATING COMPANY PROVISIONS.

(a) ESTABLISHMENT OF PART III OF TITLE II.-Title II is amend
ed by adding at the end of part II (as added by section 101)
the following new part:

"PART III-SPECIAL PROVISIONS
CONCERNING BELL OPERATING COMPANIES

"SEC. 271. BELL OPERATING COMPANY ENTRY INTO INTERLATA SERVo
ICES.

"(a) GENERAL LIMITATION.-Neither a Bell operating company,
nor any affiliate of a Bell operating company, may provide
interLATA services except as provided in this section.

"(b) INTERLATA SERVICES TO WHICH THIS SECTION APPLIES.-
"(1) IN-REGION SERVICES.-A Bell operating company, or

any affiliate of that Bell operating company, may provide
interLATA services originating in any of its in-region States
(as defined in subsection (i)) if the Commission approves the
application of such company for such State under subsection
(d)(3).

"(2) OUT-OF-REGION SERVICES.-A Bell operating company,
or any affiliate of that Bell operating company, may provide
interLATA services originating outside its in-region States after
the date of enactment of the Telecommunications Act of 1996,
subject to subsection (j).

"(3) INCIDENTAL INTERLATA SERVICES.-A Bell operating
company, or any affiliate of a Bell operating company, may
provide incidental interLATA services (as defmed in subsection
(g)) originating in any State after the date of enactment of
the Telecommunications Act of 1996.
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"(4) TERMINATION.-Nothing in this section pro~i~its a Be!l
operating company or any of its affiliates from ~rovI~mg termI
nation for interLATA services, subject to subsection (j).
"(c) REQUIREMENTS FOR PROVIDING CERTAIN IN-REGION

INTERLATA SERVICES.-
"(1) AGREEMENT OR STATEMENT.-A Bell op~ra~ing company

meets the requirements of this paragraph If It meets t~e
requirements of subparagraph (A) or subpara~al?h (~) of thIS
paragraph for each State for which the authonzabon IS sought.

"(A) PRESENCE OF A FACILITIES-BASED COMPETITOR.
A Bell operating company meets. the requirements ?f t~is
subparagraph if it has entered mto one or more bmdmg
agreements that have been approved under section 252
specifying the terms and conditions under which the Bell
operating company is providing access and interconnection
to its network facilities for the network facilities of one
or more unaffiliated competing providers of telephone
exchange service (as defmed in section 3(47)(A), but exclud
ing exchange access) to residential and business subscrib
ers. For the purpose of this subparagraph, such telephone
exchange service may be offered by such competing provid
ers either exclusively over their own telephone exchange
service facilities or predominantly over their own telephone
exchange service facilities in combination with the resale
of the telecommunications services of another carrier. For
the purpose of this subparagraph, services provided pursu
ant to subpart K of part 22 of the Commission's regulations
(47 C.F.R. 22.901 et seq.) shall not be considered to be
telephone exchange services.

"(B) FAILURE TO REQUEST ACCESS.-A Bell operating
company meets the requirements of this subparagraph if,
after 10 months after the date of enactment of the Tele
communications Act of 1996, no such provider has
requested the access and interconnection described in
subparagraph (A) before the date which is 3 months before
the date the company makes its application under sub
section (d)(l), and a statement of the terms and conditions
that the company generally offers to provide such access
and interconnection has been approved or permitted to
take effect by the State commission under section 252(f).
For purposes of this subparagraph, a Bell operating com
pany shall be considered not to have received any request
for access and interconnection if the State commission of
such State certifies that the only provider or providers
making such a request have (i) failed to negotiate in good
faith as required by section 252, or (ii) violated the terms
of an agreement approved under section 252 by the provid
er's failure to comply, within a reasonable period of time,
with the implementation schedule contained in such agree
ment.
"(2) SPECIFIC INTERCONNECTION REQUIREMENTS.-

"(A) AGREEMENT REQUIRED.-A Bell operating company
meets the requirements of this paragraph if, within the
State for which the authorization is sought-

"(i)(l) such company is providing access and inter
connection pursuant to one or more agreements
described in paragraph (l)(A), or

29-139 0 - 96 - 2 (104)
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"(II) such company is generally offering access and
interconnection pursuant to a statement described in
paragraph (l)(B), and

"(ii) such access and interconnection meets the
requirements of subparagraph (B) of this paragraph.
"(B) COMPETITIVE CHECKLIST.-Access or interconnec

tion provided or generally offered by a Bell operating com
pany to other telecommunications carriers meets the
requirements of this subparagraph if such access and inter
connection includes each of the following:

"(i) Interconnection in accordance with the require
ments of sections 251(c)(2) and 252(d)(l).

"(ii) Nondiscriminatory access to network elements
in accordance with the requirements of sections
251(cX3) and 252(d)(l).

"(iii) Nondiscriminatory access to the poles, ducts,
conduits, and rights-of-way owned or controlled by the
Bell operating company at just and reasonable rates
in accordance with the requirements of section 224.

"(iv) Local loop transmission from the central office
to the customer's premises, unbundled from local
switching or other services.

"(v) Local transport from the trunk side of a
wireline local exchange carrier switch unbundled from
switching or other services.

"(vi) Local switching unbundled from transport,
local loop transmission, or other services.

"(vii) Nondiscriminatory access to-
"(1) 911 and E911 services;
"(II) directory assistance services to allow the

other carrier's customers to obtain telephone num
bers; and

"(III) operator call completion services.
"(viii) White pages directory listings for customers

of the other carrier's telephone exchange service.
"(ix) Until the date by which telecommunications

numbering administration guidelines, plan, or rules
are established, nondiscriminatory access to telephone
numbers for assignment to the other carrier's telephone
exchange service customers. After that date, compli- .
ance with such guidelines, plan, or rules.

"(x) Nondiscriminatory access to databases and
associated signaling necessary for call routing and
completion.

"(xi) Until the date by which the Commission
issues regulations pursuant to section 251 to require
number portability, interim telecommunications num
ber portability through remote call forwarding, direct
inward dialing trunks, or other comparable arrange
ments, with as little impairment of functioning, qual
ity, reliability, and convenience as possible. After that
date, full compliance with such regulations.

"(xii) Nondiscriminatory access to such services
or information as are necessary to allow the requesting
carrier to implement local dialing parity in accordance
with the requirements of section 25l(b)(3).
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•

"(xiii) Reciprocal compensation arrangements in
accordance with the requirements of section 252(d)(2).

"(xiv) TelecommUI"ications services are available
for resale in accordance with the requirements of sec
tions 251(c)(4) and 252(d)(3).

"(d) ADMINISTRATIVE PROVISIONS.-
"(1) APPLICATION TO COMMISsION.-On and after the date

of enactment of the Telecommunications Act of 1996, a Bell
operating company or its affiliate may apply to the Commission
for authorization to provide interLATA services originating in
any in-region State. The application shall identify each State
for which the authorization is sought.

"(2) CONSULTATION.-
"(A) CONSULTATION WITH THE ATTORNEY GENERAL.- Notification.

The Commission shall notify the Attorney General
promptly of any application under paragraph (1). Before
making any determination under this subsection, the
Commission shall consult with the Attorney General, and
if the Attorney General submits any comments in writing,
such comments shall be included in the record of the
Commission's decision. In consulting with and submitting
comments to the Commission under this paragraph, the
Attorney General shall provide to the Commission an
evaluation of the application using any standard the Attor
ney General considers appropriate. The Commission shall
give substantial weight to the Attorney General's evalua
tion, but such evaluation shall not have any preclusive
effect on any Commission decision under paragraph (3).

"(B) CONSULTATION WITH STATE COMMISSIONS.-Before
making any determination under this subsection, the
Commission shall consult with the State commission of
any State that is the subject of the application in order
to verify the compliance of the Bell operating company
with the requirements of subsection (c).
"(3) DETERMINATION.-Not later than 90 days after receiv

ing an application under paragraph (1), the Commission shall
issue a written determination approving or denying the
authorization requested in the application for each State. The
Commission shall not approve the authorization requested in
an application submitted under paragraph (1) unless it finds
that-

"(A) the petitioning Bell operating company has met
the requirements of subsection (c)(1) and-

"(i) with respect to access and interconnection pro
vided pursuant to subsection (c)(1)(A), has fully imple
mented the competitive checklist in subsection
(c)(2)(B); or

"(ii) with respect to access and interconnection gen
erally offered pursuant to a statement under subsection
(c)(l)(B), such statement offers all of the items included
in the competitive checklist in subsection (c)(2)(B);
"(B) the requested authorization will be carried out

in accordance with the requirements of section 272; and
"(C) the requested authorization is consistent with the

public interest, convenience, and necessity.
The Commission shall state the basis for its approval or denial
of the application.
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"(4) LIMITATION O~ CO~~ISSION.-The Commission may
not, by rule or otherwIse, hunt or extend the terms used in
the competitive checklist set forth in subsection (c)(2)(B).

"(5) ~B~ICATION.-Not later than 10 days after issuing
a determmation under paragraph (3), the Commission shall
publish in the Federal Register a brief description of the deter
mination.

"(6) ENFORCEMENT OF CONDITIONS.-
"(A) COMMISSION AUTHORITY.-If at any time after the

approval of an application under paragraph (3), the
Commission determines that a Bell operating company has
ceased to meet any of the conditions required for such
approval, the Commission may, after notice and oppor
tunity for a hearing-

"(i) issue an order to such company to correct
the deficiency;

"(ii) impose a penalty on such company pursuant
to title V; or

"(iii) suspend or revoke such approval.
"(B) RECEIPT AND REVIEW OF COMPLAINTS.-The

Commission shall establish procedures for the review of
complaints concerning failures by Bell operating companies
to meet conditions required for approval under paragraph
(3). Unless the parties otherwise agree, the Commission
shall act on such complaint within 90 days.

"(e) LIMITATIONS.-
"(1) JOINT MARKETING OF LOCAL AND LONG DISTANCE SERV

ICES.-Until a Bell operating company is authorized pursuant
to subsection (d) to provide interLATA services in an in-region
State, or until 36 months have passed since the date of enact
ment of the Telecommunications Act of 1996, whichever is
earlier, a telecommunications carrier that serves greater than
5 percent of the Nation's presubscribed access lines may not
jointly market in such State telephone exchange service
obtained from such company pursuant to section 25l(c)(4) with
interLATA services offered by that telecommunications carrier.

"(2) INTRALATA TOLL DIALING PARITY.-
"(A) PROVISION REQUIRED.-A Bell operating company

granted authority to provide interLATA services under sub
section (d) shall provide intraLATA toll dialing parity
throughout that State coincident with its exercise of that
authority.

"(B) LIMITATION.-Except for single-LATA States and
States that have issued an order by December 19, 1995,
requiring a Bell operating company to implement
intraLATA toll dialing parity, a State may not require
a Bell operating company to implement intraLATA toll
dialing parity in that State before a Bell operating company
has been granted authority under this section to provide
interLATA services originating in that State or before 3
years after the date of enactment of the Telecommuni
cations Act of 1996, whichever is earlier. Nothing in this
subparagraph precludes a State from issuing an order
requiring intraLATA toll dialing parity in that State prior
to either such date so long as such order does not take
effect until after the earlier of either such dates.
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"(f) EXCEPTION FOR PREVIOUSLY AUTHORIZED ACTIVITIES.-Nei
ther subsection (a) nor section 273 shall prohibit a Bell operating
company or affiliate from engaging, at any time after the date
of enactment of the Telecommunications Act of 1996, in any activity
to the extent authorized by, and subject to the terms and conditions
contained in, an order entered by the United States District Court
for the District of Columbia pursuant to section VII or VIII(C)
of the AT&T Consent Decree if such order was entered on or
before such date of enactment, to the extent such order is not
reversed or vacated on appeal. Nothing in this subsection shall
be construed to limit, or to impose terms or conditions on, an
activity in which a Bell operating company is otherwise authorized
to engage under any other provision of this section.

"(g) DEFINITION OF INCIDENTAL INTERLATA SERVICES.-For
purposes of this section, the term 'incidental interLATA services'
means the interLATA provision by a Bell operating company or
its affiliate-

"(l)(A) of audio programming, video programming, or other
programming services to subscribers to such services of such
company or affiliate;

"(B) of the capability for interaction by such subscribers
to select or respond to such audio programming, video program
ming, or other programming services;

"(C) to distributors of audio programming or video program
ming that such company or affiliate owns or controls, or is
licensed by the copyright owner of such programming (or by
an assignee of such owner) to distribute; or

"(D) of alarm monitoring services;
"(2) of two-way interactive video services or Internet serv

ices over dedicated facilities to or for elementary and secondary
schools as defined in section 254(h)(5);

"(3) of commercial mobile services in accordance with sec
tion 332(c) of this Act and with the regulations prescribed
by the Commission pursuant to paragraph (8) of such section;

"(4) of a service that permits a customer that is located
in one LATA to retrieve stored information from, or file informa
tion for storage in, information storage facilities of such com
pany that are located in another LATA;

"(5) of signaling information used in connection with the
provision of telephone exchange services or exchange access
by a local exchange carrier; or

"(6) of network control signaling information to, and receipt
of such signaling information from, common carriers offering
interLATA services at any location within the area in which
such Bell operating company provides telephone exchange serv
ices or exchange access.
"(h) LIMITATIONS.-The provisions of subsection (g) are intended

to be narrowly construed. The interLATA services provided under
subparagraph (A), (B), or (C) of subsection (g)(l) are limited to
those interLATA transmissions incidental to the provision by a
Bell operating company or its affiliate of video, audio, and other
programming services that the company or its affiliate is engaged
in providing to the public. The Commission shall ensure that the
provision of services authorized under subsection (g) by a Bell
operating company or its affiliate will not adversely affect telephone
exchange service ratepayers or competition ·in any telecommuni
cations market.
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"(i) ADDITIONAL DEFINITIONS.-As used in this section-
"(1) IN-REGION STATE.-The term 'in-region State' means

a State in which a Bell operating company or any of its affiliates
was authorized to provide wireline telephone exchange service
pursuant to the reorganization plan approved under the AT&T
Consent Decree, as in effect on the day before the date of
enactment of the Telecommunications Act of 1996.

"(2) AUDIO PROGRAMMING SERVICES.-The term 'audio
programming services' means programming provided by, or gen
erally considered to be comparable to programming provided
by, a radio broadcast station.

"(3) VIDEO PROGRAMMING SERVICES; OTHER PROGRAMMING
SERVICES.-The terms 'video programming service' and 'other
programming services' have the same meanings as such terms
have under section 602 of this Act.
"(j) CERTAIN SERVICE APPLICATIONS TREATED AS IN-REGION

SERVICE APPLICATIONS.-For purposes of this section, a Bell operat
ing company application to provide 800 service, private line service,
or their equivalents that-

"(1) terminate in an in-region State of that Bell operating
company, and

"(2) allow the called party to determine the interLATA
carrier,

shall be considered an in-region service subject to the requirements
of subsection (b)(1).

"SEC. 272. SEPARATE AFFILIATE; SAFEGUARDS.
"(a) SEPARATE AFFILIATE REQUIRED FOR COMPETITIVE ACTIVI

TIES.-
"(1) IN GENERAL.-A Bell operating company (including

any affiliate) which is a local exchange carrier that is subject
to the requirements of section 25l(c) may not provide any
service described in paragraph (2) unless it provides that service
through one or more affiliates that-

"(A) are separate from any operating company entity
that is subject to the requirements of section 25l(c); and

"(B) meet the requirements of subsection (b).
"(2) SERVICES FOR WHICH A SEPARATE AFFILIATE IS

REQUIRED.-The services for which a separate affiliate is
required by paragraph (1) are:

"(A) Manufacturing activities (as defined in section
273(h».

"(B) Origination of interLATA telecommunications
services, other than-

"(i) incidental interLATA services described in
paragraphs (1), (2), (3), (5), and (6) of section 271(g);

"(ii) out-of-region services described in section
27l(b)(2); or

"(iii) previously authorized activities described in
section 27l(f).
"(C) InterLATA information services, other than elec

tronic publishing (as defined in section 274(h» and alarm
monitoring services (as defined in section 275(e».

"(b) STRUCTURAL AND TRANSACTIONAL REQUIREMENTs.-The
separate affiliate required by this section-

"(1) shall operate independently from the Bell operating
company;
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"(2) shall maintain books, records, and accounts in the Records.
manner prescribed by the Commission which shall be separate
from the books, records, and accounts maintained by the Bell
operating company of which it is an affiliate;

"(3) shall have separate officers, directors, and employees
from the Bell operating company of which it is an affiliate;

"(4) may not obtain credit under any arrangement that
would permit a creditor, upon default, to have recourse to
the assets of the Bell operating company; and

"(5) shall conduct all transactions with the Bell operating
company of which it is an affiliate on an arm's length basis
with any such transactions reduced to writing and available
for public inspection.

"(c) NONDISCRIMINATION SAFEGuARDs.-In its dealings with its
affiliate described in subsection (a), a Bell operating company-

"(1) may not discriminate between that company or affiliate
and any other entity in the provision or procurement of goods,
services, facilities, and information, or in the establishment
of standards; and

"(2) shall account for all transactions with an affiliate
described in subsection (a) in accordance with accounting prin
ciples designated or approved by the Commission.
"(d) BIENNIAL AUDIT.-

"(1) GENERAL REQUIREMENT.-A company required to oper
ate a separate affiliate under this section shall obtain and
pay for a joint FederaVState audit every 2 years conducted
by an independent auditor to determine whether such company
has complied with this section and the regulations promulgated
under this section, and particularly whether such company
has complied with the separate accounting requirements under
subsection (b).

"(2) RESULTS SUBMITTED TO COMMISSION; STATE COMMIS- Public
SIONs.-The auditor described in paragraph (1) shall submit information.
the results of the audit to the Commission and to the State
commission of each State in which the company audited pro-
vides service, which shall make such results available for public
inspection. Any party may submit comments on the final audit
report.

"(3) ACCESS TO DOCUMENTS.-For purposes of conducting Records.
audits and reviews under this subsection-

"(A) the independent auditor, the Commission, and
the State commission shall have access to the financial
accounts and records of each company and of its affiliates
necessary to verify transactions conducted with that com
pany that are relevant to the specific activities permitted
under this section and that are necessary for the regulation
of rates;

"(B) the Commission and the State commission shall
have access to the working papers and supporting materials
of any auditor who performs an audit under this section;
and

"(C) the State commission shall implement appropriate
procedures to ensure the protection of any proprietary
information submitted to it under this section.

"(e) FULFILLMENT OF CERTAIN REQUESTS.-A Bell operating
company and an affiliate that is subject to the requirements of
section 25l(c)-
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"(1) shall fulfill any req~ests from an unaffiliated entity
for telephone exchange sel"Vlce and exchange access within
a period no longer than the period in which it provides such
telephone exchange service and exchange access to itself or
to its affiliates;

"(2) shall not provide any facilities, services, or information
concerning its provision of exchange access to the affiliate
described in subsection (a) unless such facilities, services, or
information are made available to other providers of interLATA
services in that market on the same terms and conditions'

"(3) shall charge the affiliate described in subsectiun (a)'
or impute to itself (if using the access for its provision of
its own services), an amount for access to its telephone exchange
service and exchange access that is no less than the amount
charged to any unaffiliated interexchange carriers for such
service; and

"(4) may provide any interLATA or intraLATA facilities
or services to its interLATA affiliate if such services or facilities
are made available to all carriers at the same rates and on
the same terms and conditions, and so long as the costs are
appropriately allocated.
"(f) SUNSET.-

"(1) MANuFACTURING AND LONG DISTANcE.-The provisions
of this section (other than subsection (e» shall cease to apply
with respect to the manufacturing activities or the interLATA
telecommunications services of a Bell operating company 3
years after the date such Bell operating company or any Bell
operating company affiliate is authorized to provide interLATA
telecommunications services under section 27l(d), unless the
Commission extends such 3-year period by rule or order.

"(2) INTERLATA INFORMATION SERVICES.-The provisions
of this section (other than subsection (e» shall cease to apply
with respect to the interLATA information services of a Bell
operating company 4 years after the date of enactment of
the Telecommunications Act of 1996, unless the Commission
extends such 4-year period by rule or order.

"(3) PRESERVATION OF EXISTING AUTHORITY.-Nothing in
this subsection shall be construed to limit the authority of
the Commission under any other section of this Act to prescribe
safeguards consistent with the public interest, convenience,
and necessity. .
"(g) JOINT MARKETING.-

"(1) AFFILIATE SALES OF TELEPHONE EXCHANGE SERVICES.
A Bell operating company affiliate required by this section
may not market or sell telephone exchange services provided
by the Bell operating company unless that company permits
other entities offering the same or similar service to market
and sell its telephone exchange services.

"(2) BELL OPERATING COMPANY SALES OF AFFILIATE SERV~

ICES.-A Bell operating company may not market or sell
interLATA service provided by an affiliate required by this
section within any of its in-region States until such company
is authorized to provide interLATA services in such State under
section 271(d).

"(3) RULE OF CONSTRUCTION.-The joint marketing and
sale of services permitted under this subsection shall not be
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considered to violate the nondiscrimination provisions of sub
section (c).
"(h) TRANSITION.-With respect to any activity in which a Bell

operating company is engaged on the date of enactment of the
Telecommunications Act of 1996, such company shall have one
year from such date of enactment to comply with the requirements
of this section.

"SEC. 273. MANUFACTURING BY BELL OPERATING COMPANIES. 47 USC 273,

"(a) AUTHORIZATION.-A Bell operating company may manufac
ture and provide telecommunications equipment, and manufacture
customer premises equipment, if the Commission authorizes that
Bell operating company or any Bell operating company affiliate
to provide interLATA services under section 27l(d), subject to the
requirements of this section and the regulations prescribed there
under, except that neither a Bell operating company nor any of
its affiliates may engage in such manufacturing in conjunction
with a Bell operating company not so affiliated or any of its affili
ates.

"(b) COLLABORATION; RESEARCH AND ROYALTY AGREEMENTS.-
"(1) COLLABORATION.-Subsection (a) shall not prohibit a

Bell operating company from engaging in close collaboration
with any manufacturer of customer premises equipment or
telecommunications equipment during the design and develop
ment of hardware, software, or combinations thereof related
to such equipment.

"(2) CERTAIN RESEARCH ARRANGEMENTS; ROYALTY AGREE
MENTS.-Subsection (a) shall not prohibit a Bell operating com
panyfrom-

"(A) engaging in research activities related to manufac
turing, and

"(B) entering into royalty agreements with manufactur
ers of telecommunications equipment.

"(c) INFORMATION REQUIREMENTS.-
"(1) INFORMATION ON PROTOCOLS AND TECHNICAL REQUIRE- Regulations.

MENTS.-Each Bell operating company shall, in accordance with
regulations prescribed by the Commission, maintain and file
with the Commission full and complete information with respect
to the protocols and technical requirements for connection with
and use of its telephone exchange service facilities. Each such
company shall report promptly to the Commission any material
changes or planned changes to such protocols and requirements,
and the schedule for implementation of such changes or planned
changes.

"(2) DISCLOSURE OF INFORMATION.-A Bell operating com
pany shall not disclose any information required to be filed
under paragraph (1) unless that information has been filed
promptly, as required by regulation by the Commission.

"(3) ACCESS BY COMPETITORS TO INFORMATION.-The
Commission may prescribe such additional regulations under
this subsection as may be necessary to ensure that manufactur
ers have access to the information with respect to the protocols
and technical requirements for connection with and use of
telephone exchange service facilities that a Bell operating com
pany makes available to any manufacturing affiliate or any
unaffiliated manufacturer.
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"(4) PLANNING INFORMATION.-Each Bell operating com
pany shall provide, to interconnecting carriers providing tele
phone exchange service, timely information on the planned
deployment of telecommunications equipment.
"(d) MANuFACTURING LIMITATIONS FOR STANDARD-SETTING

ORGANIZATIONS.-
"(1) APPLICATION TO BELL COMMUNICATIONS RESEARCH OR

MANUFACTURERS.-Bell Communications Research, Inc., or any
successor entity or affiliate-

"(A) shall not be considered a Bell operating company
or a successor or assign of a Bell operating company at
such time as it is no longer an affiliate of any Bell operating
company; and

"(B) notwithstanding paragraph (3), shall not engage
in manufacturing telecommunications equipment or cus
tomer premises equipment as long as it is an affiliate
of more than 1 otherwise unaffiliated Bell operating com
pany or successor or assign of any such company.

Nothing in this subsection prohibits Bell Communications
Research, Inc., or any successor entity, from engaging in any
activity in which it is lawfully engaged on the date of enactment
of the Telecommunications Act of 1996. Nothing provided in
this subsection shall render Bell Communications Research,
Inc., or any successor entity, a common carrier under title
II of this Act. Nothing in this subsection restricts any manufac
turer from engaging in any activity in which it is lawfully
engaged on the date of enactment of the Telecommunications
Act of 1996.

"(2) PROPRIETARY INFORMATION.-Any entity which estab
lishes standards for telecommunications equipment or customer
premises equipment, or generic network requirements for such
equipment, or certifies telecommunications equipment or cus
tomer premises equipment, shall be prohibited from releasing
or otherwise using any proprietary information, designated as
such by its awner, in its possession as a result of such activity,
for any purpose other than purposes authorized in writing
by the owner of such information, even after such entity ceases
to be so engaged.

"(3) MANuFACTURING SAFEGUARDs.-(A) Except as prohib
ited in paragraph (1), and subject to paragraph (6), any entity
which certifies telecommunications equipment or customer
premises equipment manufactured by an unaffiliated entity
shall only manufacture a particular class of telecommunications
equipment or customer premises equipment for which it is
undertaking or has undertaken, during the previous 18 months,
certification activity for such class of equipment through a
separate affiliate.

"(B) Such separate affiliate shall-
Records. "(i) maintain books, records, and accounts separate

from those of the entity that certifies such equipment,
consistent with generally acceptable accounting principles;

"(ii) not engage in any joint manufacturing activities
with such entity; and

"(iii) have segregated facilities and separate employees
with such entity.
"(C) Such entity that certifies such equipment shall-
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"(i) not discriminate in favor of its manufacturing affili
ate in the establishment of standards, generic require
ments, or product certification;

"(ii) not disclose to the manufacturing affiliate any
proprietary information that has been received at any time
from an unaffiliated manufacturer, unless authorized in
writing by the owner of the information; and

"(iii) not permit any employee engaged in product cer
tification for telecommunications equipment or customer
premises equipment to engage jointly in sales or marketing
of any such equipment with the affiliated manufacturer.
"(4) STANDARD-SETTING ENTITIES.-Any entity that is not

an accredited standards development organization and that
establishes industry-wide standards for telecommunications
equipment or customer premises equipment, or industry-wide
generic network requirements for such equipment, or that cer
tifies telecommunications equipment or customer premises
equipment manufactured by an unaffiliated entity, shall-

"(A) establish and publish any industry-wide standard Publication.
for, industry-wide generic requirement for, or any substan-
tial modification of an existing industry-wide standard or
industry-wide generic requirement for, telecommunications
equipment or customer premises equipment only in compli-
ance with the following procedure-

"(i) such entity shall issue a public notice of its Notice.
consideration of a proposed industry-wide standard or
industry-wide generic requirement;

"(ii) such entity shall issue a public invitation to
interested industry parties to fund and participate in
such efforts on a reasonable and nondiscriminatory
basis, administered in such a manner as not to
unreasonably exclude any interested industry party;

"(iii) such entity shall publish a text for comment
by such parties as have agreed to participate in the
process pursuant to clause (ii), provide such parties
a full opportunity to submit comments, and respond
to comments from such parties;

"(iv) such entity shall publish a final text of the
industry-wide standard or industry-wide generic
requirement, including the comments in their entirety,
of any funding party which requests to have its com
ments so published; and

"(v) such entity shall attempt, prior to publishing
a text for comment, to agree with the funding parties
as a group on a mutually satisfactory dispute resolution
process which such parties shall utilize as their sole
recourse in the event of a dispute on technical issues
as to which there is disagreement between any funding
party and the entity conducting such activities, except
that if no dispute resolution process is agreed to by
all the parties, a funding party may utilize the dispute
resolution procedures established pursuant to para
graph (5) of this subsection;
"(B) engage in product certification for telecommuni

cations equipment or customer premises equipment manu
factured by unaffiliated entities only if-
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"(i) such activity is performed pursuant to pub
lished criteria;

"(ii) such activity is performed pursuant to
auditable criteria; and

"(iii) such activity is performed pursuant to avail
able industry-accepted testing methods and standards,
where applicable, unless otherwise agreed upon by the
parties funding and performing such activity;
"(C) not undertake any actions to monopolize or

attempt to monopolize the market for such services; and
"(D) not preferentially treat its own telecommuni

cations equipment or customer premises equipment, or that
of its affiliate, over that of any other entity in establishing
and publishing industry-wide standards or industry-wide
generic requirements for, and in certification of, tele
communications equipment and customer premises equip
ment.
"(5) ALTERNATE DISPUTE RESOLUTION.-Within 90 days

after the date of enactment of the Telecommunications Act
of 1996, the Commission shall prescribe a dispute resolution
process to be utilized in the event that a dispute resolution
process is not agreed upon by all the parties when establishing
and publishing any industry-wide standard or industry-wide
generic requirement for telecommunications equipment or cus
tomer premises equipment, pursuant to paragraph (4)(A)(v).
The Commission shall not establish itself as a party to the
dispute resolution process. Such dispute resolution process shall
permit any funding party to resolve a dispute with the entity
conducting the activity that significantly affects such funding
party's interests, in an open, nondiscriminatory, and unbiased
fashion, within 30 days after the filing of such dispute. Such
disputes may be filed within 15 days after the date the funding
party receives a response to its comments from the entity
conducting the activity. The Commission shall establish pen
alties to be assessed for delays caused by referral of frivolous
disputes to the dispute resolution process.

"(6) SUNSET.-The requirements of paragraphs (3) and (4)
shall terminate for the particular relevant activity when the
Commission determines that there are alternative sources of
industry-wide standards, industry-wide generic requirements,
or product certification for a particular class of telecommuni
cations equipment or customer premises equipment available
in the United States. Alternative sources shall be deemed to
exist when such sources provide commercially viable alter
natives that are providing such services to customers. The
Commission shall act on any application for such a determina
tion within 90 days after receipt of such application, and shall
receive public comment on such application.

"(7) ADMINISTRATION AND ENFORCEMENT AUTHORITY.-For
the purposes of administering this subsection and the regula
tions prescribed thereunder, the Commission shall have the
same remedial authority as the Commission has in administer
ing and enforcing the provisions of this title with respect to
any common carrier subject to this Act.

"(8) DEFINITIONS.-For purposes of this subsection:
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"(A) The term 'affiliate' shall have the same meaning
as in section 3 of this Act, except that, for purposes of
paragraph (1 )(B)-

"(i) an aggregate voting equity interest in Bell
Communications Research, Inc., of at least 5 percent
of its total voting equity, owned directly or indirectly
by more than 1 otherwise unaffiliated Bell operating
company, shall constitute an affiliate relationship; and

"(ii) a voting equity interest in Bell Communica
tions Research, Inc., by any otherwise unaffiliated Bell
operating company of less than 1 percent of Bell
Communications Research's total voting equity shall
not be considered to be an equity interest under this
paragraph.
"(B) The term 'generic requirement' means a descrip

tion of acceptable product attributes for use by local
exchange carriers in establishing product specifications for
the purchase of telecommunications equipment, customer
premises equipment, and software integral thereto.

"(C) The term 'industry-wide' means activities funded
by or performed on behalf of local exchange carriers for
use in providing wireline telephone exchange service whose
combined total of deployed access lines in the United States
constitutes at least 30 percent of all access lines deployed
by telecommunications carriers in the United States as
of the date of enactment of the Telecommunications Act
of 1996.

"(D) The term 'certification' means any technical proc
ess whereby a party determines whether a product, for
use by more than one local exchange carrier, conforms
with the specified requirements pertaining to such product.

"(E) The term 'accredited standards development
organization' means an entity composed of industry mem
bers which has been accredited by an institution vested
with the responsibility for standards accreditation by the
industry.

"(e) BELL OPERATING COMPANY EQUIPMENT PROCUREMENT AND
SALES.-

"(1) NONDISCRIMINATION STANDARDS FOR MANUFACTUR
ING.-In the procurement or awarding of supply contracts for
telecommunications equipment, a Bell operating company, or
any entity acting on its behalf, for the duration of the require
ment for a separate subsidiary including manufacturing under
this Act-

"(A) shall consider such equipment, produced or sup
plied by unrelated persons; and

"(B) may not discriminate in favor of equipment pro
duced or supplied by an affiliate or related person.
"(2) PROCUREMENT STANDARDS.-Each Bell operating com

pany or any entity acting on iCs behalf shall make procurement
decisions and award all supply contracts for equipment, serv
ices, and software on the basis of an objective assessment
of price, quality, delivery, and other commercial factors.

"(3) NETWORK PLANNING AND DESIGN.-A Bell operating
company shall, to the extent consistent with the antitrust laws,
engage in joint network planning and design with local
exchange carriers operating in the same area of interest. No
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participant in such planning shall be allowed to delay the
introduction of new technology or the deployment of facilities
to provide telecommunications services, and agreement with
such other carriers shall not be required as a prerequisite
for such introduction or deployment.

"(4) SALES RESTRICTIONS.-Neither a Bell operating com
pany engaged in manufacturing nor a manufacturing affiliate
of such a company shall restrict sales to any local exchange
carrier of telecommunications equipment, including software
integral to the operation of such equipment and related
upgrades.

"(5) PROTECTION OF PROPRIETARY INFORMATION.-A Bell
operating company and any entity it owns or otherwise controls
shall protect the proprietary information submitted for procure
ment decisions from release not specifically authorized by the
owner of such information.
"(f) ADMINISTRATION AND ENFORCEMENT AUTHORITY.-For the

purposes of administering and enforcing the provisions of this sec
tion and the regulations prescribed thereunder, the Commission
shall have the same authority, power, and functions with respect
to any Bell operating company or any affiliate thereof as the
Commission has in administering and enforcing the provisions of
this title with respect to any common carrier subject to this Act.

"(g) ADDITIONAL RULES AND REGULATIONS.-The Commission
may prescribe such additional rules and regulations as the Commis
sion determines are necessary to carry out the provisions of this
section, and otherwise to prevent discrimination and cross-sub
sidization in a Bell operating company's dealings with its affiliate
and with third parties.

"(h) DEFINITION.-As used in this section, the term 'manufactur
ing' has the same meaning as such term has under the AT&T
Consent Decree.

"SEC. 274. ELECTRONIC PUBLISHING BY BELL OPERATING COMPA·
NIES.

"(a) LIMITATIONS.-No Bell operating company or any affiliate
may engage in the provision of electronic publishing that is dissemi
nated by means of such Bell operating company's or any of its
affiliates' basic telephone service, except that nothing in this section
shall prohibit a separated affiliate or electronic publishing joint
venture operated in accordance with this section from engaging
in the provision of electronic publishing.

"(b) SEPARATED AFFILIATE OR ELECTRONIC PUBLISHING JOINT
VENTURE REQUIREMENTS.-A separated affiliate or electronic
publishing joint venture shall be operated independently from the
Bell operating company. Such separated affiliate or joint venture
and the Bell operating company with which it is affiliated shall-

"(1) maintain separate books, records, and accounts and
prepare separate financial statements;

"(2) not incur debt in a manner that would permit a creditor
of the separated affiliate or joint venture upon default to have
recourse to the assets of the Bell operating company;

"(3) carry out transactions (A) in a manner consistent with
such independence, (B) pursuant to written contracts or tariffs
that are filed with the Commission and made publicly available,
and (C) in a manner that is auditable in accordance with
generally accepted auditing standards;


